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A TREATISE. 


By  PHILIP  A.  CRAPO 


INTRODUCTION. 

It  is  the  aim  of  this  treatise  to  set  forth  the  science  of 
money ; to  show  what  the  ideal  currency  is,  and  what  it 
necessitates;  and  to  show  that  such  a currency  is  possi- 
ble and  practicable.  Further  than  this  it  is  part  of  the  pur- 
pose of  this  treatise  to  assist  in  doing  away  with  the 
pessimism  which  results  from  the  currently  accepted 
economic  teaching,  and  to  prove  that  industrial  panics 
are  not  the  necessary  adjuncts  of  every  decade  of  indus- 
trial prosperity.  It  is  also  the  purpose  of  this  treatise 
to  show  that  all  economic  loss  which  has  in  the  past  re- 
sulted in  times  of  industrial  depression,  can,  through  the 
application  of  known  laws,  be  prevented;  and  to  demon- 
strate that  the  facility  in  economic  distribution  has  been, 
beyond  question,  the  great  factor,  if  not  almost  the  only 
factor,  in  the  development  of  civilization. 

The  science  of  distribution  begins  when,  in  the  develop- 
ment from  a state  of  savagery,  goods  are  bought  and  sold 
through  the  use  of  a medium  of  exchange,  measured  in 
which  all  vendible  goods  have  proportionate  values. 
The  science  of  distribution  is  perfected  when  the  me- 
dium of  exchange,  by  the  use  of  which  business  is  con- 
ducted, has  reached  the  point  of  its  highest  public  utility 
as  a means  in  the  production  and  distribution  of  wealth. 
I shall  attempt  to  show  how  it  is  that  the  highest  public 
utility  in  distribution  is  to  be  obtained,  and  to  show  that 
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through  the  failure  to  understand  the  workings  of  natural 
laws  mankind  has  suffered  unnecessary  hardship,  and 
that  civilization  in  this  way  has,  through  ignorance,  been 
retarded.  I shall  maintain  that  industrial  depression  is 
the  creature  of  man’s  ignorance  of  natural  laws  and  their 
application  to  the  subject  of  economic  distribution. 
My  effort  in  this  matter  will  be  amply  rewarded  if  the 
result  of  my  treatment  of  the  subject  shall,  to  any  degree, 
result  in  a better  understanding  of  this  science  of  ex- 
changes. 


ii 

I 
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BOOK  I. 

THE  MEDIUM  OF  EXCHANGE  AS  A FACTOR  IN 

PRODUCTION. 

That  the  volume  of  the  medium  of  exchange  available 
for  business  purposes  is  a factor  in  production  has  never 
to  the  author’s  knowledge  been  claimed  in  any  accepted 
treatise  of  political  economy.  The  economists  have  con- 
fined their  treatment  of  the  factors  in  the  production  of 
wealth  to  “labor”  and  “capital,”  and  they  have  made  no 
distinction  in  their  treatment  of  the  subject  “capital 
which  would  show  the  different  functions  in  production 
of  the  capital,  which  consists  in  “actual  money,”  and  of 
that  which  consists  in  “money’s  worth.”  They  have  ig- 
nored entirely  the  fact  that  increased  production  would 
result  as  the  supply  of  money  available  for  the  purpose 
of  facilitating  exchange,  or  for  business  purposes,  in- 
creased, and  for  this  reason  the  economists  of  the  past 
have  also  been  unable  to  see  that  a decrease  in  the  vol-  , 
ume  of  money  available  for  business  purposes,  below  the 
volume  in  use,  would  necessarily  result  in  a decreased 
production  unless  the  efficiency  of  the  credit  system  were 
in  the  meantime  at  least  proportionately  increased.  For 
this  reason  the  classification  of  the  factors  in  production 
as  “labor”  and  “capital”  has  been  productive  of  little 
benefit.  The  problems  of  political  economy,  worked 
out  with  “labor”  and  “capital”  as  a basis,  may 
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least  competent  producer  whose  product  brings  a 
high  enough  price  to  keep  him  in  business,  but 
this  deduction  fails  to  help  us  in  determining 
what  the  trouble  is,  if  only  one-half  of  the  available 
labor  is  being  employed  and  there  is  a total  economic  loss 
of  the  productive  energy  of  the  other  half  of  the  available 
labor.  It  is  generally  admitted  that  in  times  of  prosper- 
ity the  production  is  “larger,”  and  that  in  times  of  de- 
pression the  production  is  “smaller,”  and  yet  the  accepted 
economists  have  not  been  able  to  find  anything  in  the 
workings  of  the  laws  of  production  and  distribution  which 
would  determine  when  prosperity  and  when  depression 


must  ensue.  The  business  of  the  world  is  not  done  Avith 
the  volume  of  accumulated  capital,  it  is  done  because  of 
the  efficiency  of  interchange  provided  by  the  medium  of 
exchange,  and  it  is  evident  that  no  matter  what  the  exist- 
ing capital  and  the  amount  of  unemployed  labor  availa- 
ble for  business  purposes  might  be,  that  without  a me- 
dium of  exchange  there  could  be  no  greater  facility  of 
distribution  than  is  possible  through  barter.  It  is  there- 
fore obviously  true  that  ten  dollars,  or  even  ten  thousand 
dollars  in  circulation,  under  the  existing  degree  of  perfec- 
tion in  our  credit  system,  would  not  be  sufficient  to  con- 
duct a business  large  enough  to  give  employment  to  any 
considerable  number  of  people.  This,  although  the  vol- 
ume of  accumulated  wealth  and  available  labor  were  as 
large  as  it  is  at  present.  It  is  therefore  clear  that  the 
volume  of  the  medium  of  exchange  has  some  important 
effect,  and  consequently  it  is  worth  an  effort  to  observe 
the  phenomena  which  attend  the  contraction  or  expan- 
sion of  the  volume  of  money,  and  to  analyze  the  causes 
which  govern  them,  to  observe  what  would  occur  if  the 
volume  of  the  medium  of  exchange  is  contracted  to  such 
an  extent  that  it  is  smaller  than  the  volume  which  is  nec- 
essary under  the  present  development  of  our  credit  sys- 
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tern  for  the  transaction  of  a business  sufficient  to  employ 
all  available  labor,  and  also  it  is  important  to  note  the 
effect  of  a currency  expanded  to  a greater  extent  than  is 
necessary  (allowing  the  same  percentage  of  credits)  to 
meet  the  demand  for  a medium  of  exchange  in  business. 

In  the  first  case  the  result  of  the  contraction  would  be 
that  the  commercial  value  of  the  money,  or  the  interest 
rate,  would  rise  as  the  volume  of  money  is  decreased,  and 
the  least  competent  producer  would  be  required  to  pay 
more  for  the  use  of  the  money  necessary  for  the  transac- 
tion of  his  business.  If  he  could  not  do  this  and  still 
make  the  living  profit  which  he  made  before,  when  there 
was  more  money,  he  would  be  obliged  to  go  out  of  busi- 
ness. The  line  of  the  least  competent  producer  would  re- 
cede with  his  withdrawal,  and  the  volume  of  business 
transacted  in  the  community  would  decrease.  The  vol- 
ume of  unemployed  labor  would  increase  along  with  the 
decrease  of  the  volume  of  business  and  the  decrease  in  the 
volume  of  available  money.  An  increase  in  the  volume  of 
currency  at  this  point  to  what  is  necessary  to  make  available 
for  business  purposes  a volume  of  money  sufficient  to 
afford  an  adequate  medium  of  exchange  for  a business 
which  would  employ  all  available  labor,  would  be  to  in- 
crease and  hence  to  cheapen  the  value  of  money,  causing 
at  the  same  time  the  line  of  the  least  competent  producer 
to  travel  in  an  opposite  direction.  This  would  increase  the  ^ 
number  of  producers  to  such  an  extent  that  (if  the  increase 
in  the  volume  of  money  was  proportionate  as  the  unem- 
ployed labor  at  the  time  was  to  the  employed)  there  would 
necessarily  result  a business  large  enough  to  employ  all  the 
labor  which  had  before  the  increase  been  unemployed. 

The  cheapness  of  money  caused  by  the  increase  in  its 
volume  being  the  cause  which  would  make  an  increased 
business  possible  and  profitable  and  bring  about  the 
employment  of  an  increased  volume  of  labor.  Hav- 
ing shown  that  an  increased  volume  ot  currency  will 
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cheapen  money  and  also  increase  the  volume  of  business 
which  can  be  done  at  a profit,  and  having  found  that  the 
tendency  under  such  an  increase  in  the  volume  of  cur- 
rency must  necessarily  be  toward  an  increase  in  the  vol- 
ume of  business,  we  must  next  determine  whether  this 
cheapness  of  money  will  continue  after  a business  em- 
ploying all  available  labor  has  been  developed.  A thor- 
ough consideration  of  this  inquiry  leads  to  startling  and 
unexpected  results. 

It  is  a recognized  fact  that  the  individual  laborer  re- 
ceives a higher  wage  when  all  labor  is  employed  than  he 
does  when  labor  is  only  partially  employed,  and  this  is 
in  accordance  with  the  law  of  supply  and  demand.  It 
also  follows  from  the  above  that  when  all  labor  is  em- 
ployed that  the  average  remuneration  of  each  individual 
laborer  will  be  greater  than  it  is  where  only  a portion  of 
the  available  labor  is  employed,  and  this  being  so,  the 
higher  proportionate  average  wage  received  when  all 
available  labor  is  employed  would  result  in  a correspond- 
ing improvement  to  the  wage-earner  in  his  standard  of 
living.  It  follows  also  that  a community  in  which  all 
labor  is  employed  is  better  able  to  pay  for  all  that  is  pro- 
duced than  is  a community  in  which  only  a proportionate 
part  of  the  available  labor  is  employed.  And  it  is  but 
another  statement  of  the  same  proposition  to  say  that 
there  is  a greater  proportionate  demand  for  the  products 
of  labor  when  all  labor  is  employed  than  there  is  when 
labor  is  only  partially  employed.  An  increase  in  the  vol- 
ume of  goods  produced  will  therefore  not  cheapen  the 
price  as  long  as  the  demand  for  these  goods  is  greater 
in  proportion  to  the  amount  produced  than  it  was  be- 
fore. Again  it  would  follow;  that  the  value  of  the  capital 
invested  or  the  interest  rate  upon  the  equivalent  amount 
of  money  would  remain  the  same  as  before  the  increase 
in  the  volume  of  money.  The  interest  rate  would  not  de- 
crease, if,  when  all  available  labor  is  employed,  the  volume 
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of  money  available  for  business  purposes  has  only  been 
increased  as  the  demand  for  its  use  in  business  has 
enlarged.  The  volume  of  money  and  the  demand  for  it 
would  remain  relatively  the  same,  because,  when  the  vol- 
ume of  money  is  increased,  an  increased  business  result- 
ing from  its  temporary  cheapness  would  cause  an  in- 
creased demand  for  money  as  long  as  this  cheapness  ex- 
isted. The  business  man  will  benefit  at  first  though  an 
increase  in  the  volume  of  money,  as  money  will  be  cheaper 
than  before,  and  there  will  be  no  falling  off  relatively  in 
the  demand  for  his  goods,  and  this  because  of  the  increased 
purchasing  power  which  labor  will  then  possess.  As- 
suming the  value  or  interest  rate  of  money  to  be  cheaper 
than  .formerly,  and  the  increased  demand  for  the  products 
of  labor  to  be  exactly  equal  to  the  increased  wage,  as 
is  the  case,  there  must  necessarily  result  a larger  profit 
to  the  businessman.  It  must,  however,  always  be  kept  in 
mind  that  the  increase  in  the  volume  of  money  must  never 
be  greater  than  the  amount  required  at  the  time  under  the 
degree  of  efficiency  of  the  credit  system,  or  the  state  of  con- 
fidence then  existing,  to  develop  a business  large  enough  to 
give  employment  to  all  unemployed.  In  times  of  perfect 
confidence  a smaller  volume  of  actual  money  would  be 
needed  than  was  necessary  in  times  of  financial  and  indus- 
trial depression,  and  this  is  true  inasmuch  as  the  volume 
of  lousiness  that  is  done  without  the  use  of  actual  monej  , 
through  the  facility  in  the  use  of  credits,  clearance  and  ex- 
changes, is  much  larger  in  times  in  which  there  is  ‘no  lack 
of  confidence  ’ in  the  business  world.  The  only  method  of 
restoring  confidence  is  by  making  available  for  business  as 
large  a volume  of  the  medium  of  exchange  as  existed  be- 
fore ‘ lack  of  confidence  ’ decreased  the  volume  of  credit 
business,  or  business  which  was  transacted  through  the 
use  of  credit  money.  An  increase  in  the  volume  of  v 
money  in  times  of  industrial  depression  will,  as  we  have 
seen,  result  in  the  cheapening  of  money  and  the  necessary 
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employment  of  idle  labor.  The  extent  of  the  merchants’ 
increased  profit  following  an  increase  in  the  volume  of 
money  is  the  difference  between  the  value  of  money  be- 
fore and  after  the  increase  has  taken  place.  If  you  have, 
however,  increased  the  volume  of  the  medium  of  ex- 
change, in  the  proportion  that  unemployed  labor  is  to  em- 
ployed, then  money  must  eventually  cease  to  be  cheaper 
than  it  formerly  was,  as  the  increase  in  the  demand  for 
it  will  soon  be  exactly  proportionate  to  its  increase  in 
volume.  Again,  suppose  that  there  had  been  an  increase 
in  the  volume  of  the  medium  of  exchange  at  a time  when 
financial  and  industrial  depression  existed,  and  that  this 
increase  in  the  volume  of  money  was  proportionate  as  the 
unemployed  labor  was  to  the  employed  at  the  time,  and 
that  there  resulted  through  this  increase  in  the  volume  of 
money  a business  sufficient  to  employ  all  available  labcr, 
and  that  such  a degree  of  confidence  resulted  that  a 
smaller  amount  of  actual  money  was  needed  because  of 
the  feeling  of  confidence  and  the  increased  efficiency  of  the 
credit  system  which  resulted,  you  say  that  in  such  a con- 
dition of  affairs  that  actual  money  would  be  cheaper  than 
it  should  be,  and  that  consequently  the  banking  class  must 
necessarily  expect  a smaller  remuneration  than  before. 
The  answer  to  this  objection  lo  the  increase  in  the  vol- 
ume of  currency  is  this.  In  the  first  place  the  additional 
security  given  to  investments  in  industrial  enterprises 
Avould  do  away  with  the  element  of  risk,  and  consequently 
the  remuneration  would  be  justly  smaller  than  before. 
Further,  it  might  be  answered  that  thero  is  a check 
against  a too  great  increase  in  the  volume  of  money 
through  the  adoption  of  this  test  as  to  the  amount  of 
increase  which  is  necessary,  and  this  check  exists  in  the 
fact  that  with  an  increase  in  the  population  there  will  be 
a larger  volume  of  unemployed  labor  than  formerly,  and 
an  increase  in  the  volume  of  money  sufficient  to  conduct 
a business  which  would  employ  this  increased  volume 
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of  labor  would  be  necessary  in  the  event  that  it  did  not 
already  exist  in  the  increased  efficiency  of  the  credit  sys- 
tem. This  being  the  case,  no  further  increase  in  the  vol- 
ume of  money  would  be  necessary  until  the  unemployed 
labor  again  began  to  appear.  This  would  be  the  first 
indication  that  an  increase  in  the  volume  of  money  was 
necessary.  It  is  hardly  too  much  to  assume  that  after 
a few  years  of  prosperity  that  it  would  be  possible  to  fig- 
ure what  the  phy.«!ical  relation  of  money  to  business  was 
in  times  of  confidence,  by  finding  out  in  just  what  per- 
centage of  business  there  was  a use  of  actual  money. 
Thus  using  the  fact  that  labor  is  unemployed,  you 
have  a sufficient  test  to  determine  what  volume  of 
money  is  necessary,  no  matter  what  degree  of  con- 
fidence or  what  the  relation  of  credit  business  to  the  vol- 
ume of  actual  money,  and  you  have  found  that  an  adop- 
tion of  this  test  would  guarantee  industrial  prosperity, 
no  matter  whether  the  volume  of  credit  business  be 

large  or  small. 

It  is  a recognized  fact  that  a higher  “economic  stand- 
ard of  living’’  results  through  the  average  remuneration 
received  by  labor  being  increased,  and  that  a correspond- 
ing decrease  in  the  “standard  of  living’’  of  the  wage- 
earner  results  where  the  remuneration  which  he  receives 
is  decreased.  This  being  the  case,  it  may  be  stated  that 
the  only  limit  to  the  “standard  of  living’’  of  a comm-u- 
nity  is  the  purchasing  power  given  by  its  wage-earning 
capacity,  but  in  this  connection  it  must  be  remembered 
that  although  the  consumption  of  agricultural  products 
may  be  necessarily  limited,  that  the  demand  for  the  prod- 
ucts of  labor  would  include  productions  of  all  kinds,  and 
would  continue  to  exist  so  long  as  the  purchasing  power 
existed, and  that  there  would  be  practically  no  limit  to  the 
demand  of  the  community  for  luxuries,  which  would  re- 
quire a larger  expenditure  of  labor  than  ordinary  prod- 
ucts would  to  produce.  It  is  possible  that  overproduction 
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might  result  in  a particular  business,  but  there  could  be 
no  such  thing  as  a general  industrial  depression  so  long 
as  the  tendency  of  the  increased  wage-earning  capacity  is 
toward  the  consumption  of  goods  which  would  require  a 
larger  amount  of  labor  to  produce.  It  would  then  follow 
that  with  an  adequate  medium  of  exchange  general  indus- 
trial depression  could  not  exist,  and  that  there  would  be  no 
such  thing  as  an  overproduction,  except  perhaps  during 
the  transitory  period  in  which  the  methods  of  production 
were  being  changed  to  meet  the  demands  of  a more 
prosperous  class  of  consumers.  Having  considered  the 
relation  of  the  volume  of  the  medium  of  exchange  (which 
includes  the  number  of  dollars  of  “actual”  money  multi- 
plied by  the  rapidity  of  their  circulation,  plus  a number  of 
dollars  of  “credit”  money  equal  to  the  value  of  the  goods 
sold  and  paid  for  through  the  use  of  credits,  clearances, 
and  exchanges)  to  trade,  we  have  seen  that  the  number  of 
“actual”  dollars  needed  in  business  will  vary  according  to 
the  perfection  of  the  credit  system,  and  with  the  degree  of 
confidence  existing  in  the  business  and  financial  world. 
And  we  have  further  observed  that  the  volume  of  the  em- 
ployed labor  will  vary  with  a contracting  or  with  an  ex- 
panding medium  of  exchange.  The  fact  that  this  is  the 
case  proves  that  the  volume  of  money  is  a factor  in  eco- 
nomic production ; and  this  being  the  case,  who  is  able  to 
say  that  the  volume  of  the  medium  of  exchange  is  not  an 
element  in  the  production  of  wealth  ? Especially  after  it 
has  been  shown  that  in  every  case  the  volume  of  the  me- 
dium of  exchange  is  an  important  factor  in  determining 
who  the  least  competent  producer  is,  and  generally  the 
factor  which  determines  whether  or  not  all  the  productive 
energy  of  a community  is  or  is  not  to  be  employed. 

I shall  attempt  in  a second  book  to  show  that  it  re- 
quires by  mathematical  law  a certain  number  of  “debt- 
paying dollars”  to  transact  a business  employing  any 
given  number  of  persons;  and  that  it  is  physically  im- 
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■possible  to  transact  a larger  volume  of  business  or  to 
afford  employment  for  a greater  volume  of  labor  without 
increasing  that  volume  of  debt-paying  dollars  propor- 
tionally,  and  to  show  further  that  a decrease  m the  num- 
ber of  “debt-paying  dollars”  below  the  number  in  actual 
use  at  the  time  must  result  in  a corresponding  propor 
tionate  decrease  in  the  volume  of  business,  and  also  a 
corresponding  decrease  in  the  number  of  persons  em- 

ployed. 
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BOOK  II. 

SHOWING  WHAT  MONEY  IS;  WHAT  ITS  PHY 
SICAL  LIMITATIONS  ARE;  AND  THE  REAL 
RELATION  OF  MONEY  TO  TRADE. 


Money  is  the  actual  coin,  or  its  equivalent  in  terms  of 
money,  which  is  used  as  and  constitutes  the  medium  of  ; 

exchange.  When  coin,  or  obligations  of  any  sort,  cease  | 

to  be  used  as  a medium  of  exchange,  they  cease  to  be 
economic  money,  inasmuch  as  they  have  under  this  defini- 
tion ceased  to  form  part  of  the  medium  of  exchange.  The 
tendency  to  use  the  word  “money”  without  any  analysis 

of  its  functions  has  served  to  greatly  retard  progress  in  | 

monetary  science,  and  has  given  the  name  “money  al- 
most exclusively  to  coin  and  to  obligations  redeemable  in  j 

coin.  It  is  often  said  that  money  is  used  only  in  a very  ; 

small  proportion  of  the  business  transactions  in  this 

country  at  the  present  time,  and  that  the  facility  of  the  | 

credit  system,  in  the  increased  use  of  credits,  clearances  . 

and  exchanges  in  the  transaction  of  business,  shows  in  re- 
ality that  we  are  using  less  money  than  before.  How- 
ever, when  you  include  as  money  every  portion  of  the 

medium  of  exchange  which  pays  a debt,  whether  or  not  I 

the  debt  is  paid  with  actual  money,  you  find  that  in  real- 
ity a larger  volume  of  business  always  requires  a larger  j 

volume  of  money  to  satisfy  its  obligations  than  does  a ^ 

smaller  volume  of  business,  because  of  the  obligation  to  i 


pay  the  greater  debt  therein  incurred.  When  you  say 
that  all  articles  which  perform  money’s  use  are  money 
you  include  all  forms  of  credit  payment  or  payment  in 
credit  money  as  money,  and  you  have  properly  classified 
the  term  “money,”  because  it  then  constitutes  what  is 
properly  described  as  the  medium  of  exchange;  but  when 
you  say  that  obligations  which  do  not  constitute  part  of 
(or  perform  the  function  of  money  in)  the  medium  of  ex- 
change are  money,  you  have  arrived  at  no  deduction 
which  will  be  of  any  value  in  the  study  of  this  subject. 
In  the  former  case  you  have  used  the  term  “money”  in 
its  proper  sense,  viz.,  as  that  which  in  the  development 
of  civilization  does  away  with  barter  and  affords  a me- 
dium of  exchange  for  use  in  conducting  business,  being  a 
medium  in  which  all  vendible  goods  have  proportionate 
values.  In  the  analysis  of  every  business  transaction  it  is 
clearly  seen  that  in  every  case  on  the  one  side  something 
is  sold  and  upon  the  other  side  payment  is  made  in  some- 
thing measured  in  terms  of  money,  and  it  is  also  obvious 
that  in  all  settlements  of  business  transactions  in  which 
barter  does  not  form  the  basis  of  settlement  actual  money 
or  its  equivalent  in  the  medium  of  exchange  is  used. 
Suppose  ten  thousand  dollars’  worth  of  goods  are  sold : It 
makes  no  difference  to  the  business  man  whether  he  re- 
ceives actual  money  in  payment  for  them  or  whether  he 
receives  its  equivalent  in  value  in  the  medium  of  ex- 
change, which  he  always  receives  in  the  case  where  credit 
money  forms  the  basis  of  payment.  Everything,  then,  in 
the  medium  of  exchange  which  performs  money’s  use  in 
the  payment  of  debt  is  money.  If  you  say  that  actual 
money  is  used  only  in  a small  proportion  of  the  business 
transactions,  and  that  credit  money  is  used  to  make  pay- 
ment in  the  balance  of  them,  you  only  say  that  with  the 
existing  perfection  of  the  credit  system  but  a certain  per- 
centage of  actual  money  is  being  used  in  the  transaction 
of  the  business  which  is  being  done.  It  is  conceded  that 
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the  great  bulk  of  the  business  of  the  country  is  not  now 
being  done  with  actual  money,  and  that  by  far  the  larger 
proportion  of  it  is  transacted  through  the  use  of  credit 
money,  but  at  the  same  time  it  will  be  seen  that  the  func- 
tion of  this  credit  money  is  exactly  identical  in  business 

to  that  of  actual  money. 

There  is  a mathematical  formula  which  shows  the  re- 
lation of  the  volume  of  trade  to  the  volume  of  money. 

The  formula  runs  as  follows: 

“The  value  of  the  vendible  goods  multiplied  by  the 
number  of  times  they  are  sold  equals  the  volume  of 
money  multiplied  by  the  rapidity  of  its  circulation.  ” This 
formula  shows  the  amount  of  money  which  would  be  re- 
quired to  discharge  the  obligations  incurred  in  any  given 
number  of  business  transactions  and  it  will  readily  be 
seen  that  the  word  “ money  ” is  used  in  a sense 
which  will  include  everything  which  performs  the  use 
of  money  in  the  medium  of  exchange,  and  that  it 
excludes  all  transactions  in  which  payment  is  not 
made  in  money  or  an  equivalent  in  terms  of  money 
constituting  part  of  the  medium  of  exchange.  To  illus- 
trate the  formula,  suppose  that  a certain  volume  of  vend- 
ible goods  is  worth  ten  thousand  dollars  at  the  market 
price,  and  suppose  that  these  goods  are  sold  ten  times.  In 
this  case  the  obligation  to  pay  ten  thousand  dollars  would 
have  been  assumed  ten  times,  or  a total  obligation  of  one 
hundred  thousand  dollars  would  have  been  assumed  by 
the  purchaser  in  these  ten  transactions.  It  will  readily 
be  seen  bv  referring  to  it  that  the  formula  in  this  case  is 
correct.  The  formula  would  equally  apply  in  the  case 
where  the  same  goods  are  sold  at  different  prices  each 
time  they  are  sold,  as  the  sum  total  of  the  obligations  as- 
sumed in  the  transactions  must  equal  the  amount  of  debt 
that  would  have  to  be  paid  before  these  obligations  would 
be  discharged.  It  is  therefore  obviously  true  that  a cer- 
tain number  of  business  transactions  will  require  to  dis- 
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charge  the  debt  which  is  incurred  when  the  goods  are 
bought  a number  of  dollars  equal  to  the  number  of  dollars 
of  debt  to  be  paid.  It  is  also  true  that  in  conducting  a 
given  number  of  business  transactions,  the  time  of  a cer- 
tain number  of  people  will  be  employed.  This  being  the 
case,  a given  number  of  business  transactions  in  which 


are  included  a certain  number  of  dollars  of  obligation  to 
pay  would  give  employment  to  the  number  of  persons  or 
to  the  volume  of  labor  which  is  required  in  their  per- 
formance. It  makes  no  difference  to  the  business  man  in 
the  transaction  of  his  business,  in  the  payment  of  his  pro- 
portionate part  of  the  obligations  he  has  assumed,  whether 
he  pays  his  bills  in  actual  money  or  in  credit  money;  but 
it  does  make  a difference  to  him,  if,  because  of  lack  of 
confidence  the  credit  money,  which  is  based  largely  upon 
confidence,  decreases  in  volume ; for  the  reason,  that  in  the 
event  the  credit  money  decreases  in  volume,  unless  he  is. 
able  to  get  a larger  amount  of  actual  money  than  before 
for  use  in  his  business,  to  replace  the  scarcity  of  credit 
money,  he  is  obliged  to  decrease  the  volume  of  the  busi- 
ness which  he  transacts,  and  this  is  so  because  in  any  event 
he  must  secure  a number  of  debt-paying  dollars  equal  ta 
the  number  of  dollars  of  debt  which  he  incurs  in  the  trans- 
action of  his  business ; and  it  will  follow,  that  the  vol- 
ume of  business  conducted  will  be  reduced  through  a con- 
traction in  the  volume  of  the  credit  money ; and  because  of 
this  contraction,  due  to  lack  of  confidence,  or  to  whatever 
else  it  may  be  due,  employment  will  be  afforded  only  to  a 
smaller  volume  of  labor  than  was  required  to  transact  a 
larger  business.  There  is,  then,  beyond  contradiction  a re- 
lation between  the  number  of  dollars  of  debt  incurred  and 
the  volume  of  labor  employed,  and  this  relation  exists,  na 
matter  what  the  volume  of  business  transactions  may  be,, 
and  regardless  of  whether  or  not  payment  of  these  trans- 
actions is  made  in  actual  money  or  in  credit  money. 
This  being  true,  there  is  needed,  in  order  to  transact  a 
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given  volume  of  business,  a definite  ascertainable  volume 
of  money. 

The  sum  total  in  dollars  of  the  prices  paid  in  all  busi- 
ness transactions  where  something  is  bought  and  some- 
thing is  sold,  equals  the  volume  of  money  which  is  neces- 
sary for  the  transaction  of  the  business  which  has  been 
conducted,  and  it  follows  that  if  this  number  of  debt-pay- 
ing dollars  is  not  available  for  business,  that  the  volume 
of  business  as  measured  in  the  number  of  dollars  worth 
transacted  must  decrease  to  meet  the  smaller  volume  of 
debt-paying  dollars,  unless  there  is  an  extension  of  the 
volume  of  business  in  which  no  medium  of  exchange  is 
used.  If  the  volume  of  business  must  decrease  with  the 
decrease  in  the  volume  of  debt-paying  dollars  available, 
then  it  makes  no  difference  whether  the  decrease  in  the 
volume  of  debt-paying  dollars  is  brought  about  either  by 
the  decrease  in  the  number  of  actual  dollars,  or  by  a de- 
crease in  the  rapidity  of  the  circulation  of  the  actual  dol- 
lars, or  through  the  decreased  efficiency  of  the  credit  sys- 
tem caused  by  so-called  ‘lack  of  confidence,’  for  in  any  case 
the  volume  of  business  measured  in  dollars’  worth  trans- 
acted must  decrease  as  the  number  of  the  debt  paying 
dollars  available  for  business  is  decreased,  and  keeping 
in  mind  the  fact  that  ten  men  of  equal  capacity  for  work 
can  do  twice  as  much  work  as  five  men  of  the  same  aver- 
age capacity,  you  can  add  to  the  deduction  that  the  vol- 
ume of  employed  labor  will  decrease  proportionately  with 
the  decrease  in  the  volume  of  available  debt-paying  dollars. 
It  has  been  shown  in  Book  I.  that  up  to  the  time  when  all 
available  labor  is  employed  the  volume  of  business  and  the 
volume  of  labor  employed  will  increase  as  the  volume  of 
money  (or  debt-paying  dollars)  available  for  business  in- 
creases; and  it  has  been  shown  that  in  times  when  the 
business  measured  in  dollars’  worth  of  business  transacted 
does  not  provide  employment  sufficient  to  take  up  all 
available  labor,  that  then  the  number  of  debt-paying  dol- 
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lars  should  be  increased  proportionately  as  the  unemployed 
labor  is  to  the  employed,  if  a business  large  enough  to 
employ  all  labor  is  to  be  transacted. 

The  ‘Conclusion  ’ which  follows  will  constitute  a sum- 
ming up  of  the  deductions  which  have  been  more  or  less 
laboriously  worked  out  in  the  body  of  this  treatise. 


CONCLUSION. 

The  aim  of  this  treatise  has  been  to  show  that  with  an 
adequate  currency  prosperity  must  ensue,  and  to  demon- 
strate that  had  an  adequate  currency  existed,  all  of  the 
general  industrial  panics  of  the  past  could  have  been 
avoided.  I have  endeavored  to  .“^tate  what  an  ideal  cur- 
rency is,  by  proving  in  the  first  place  that  the  least  com- 
petent producer  is  a creation  of  the  value  of  money  or  its 
availability  for  business  purposes  at  a price  which  will 
guarantee  a profit  in  business.  I have  shown  that  an  in- 
crease in  the  volume  of  money  should  occur  when  there  is 
a necessity  for  it  shown  by  the  fact  that  there  exists  un- 
employed^abor.  I have  shown  that  a business  of  any 
given  volume  will  require  in  its  transaction  a certain 
number  of  debt  paying  dollars,  inasmuch  as  the  volume 
of  goods  sold,  whatever  it  may  be,  must  be  paid  for  by  a 
number  of  dollars  equivalent  to  the  value  of  the  goods 
sold,  and  in  figuring  this  I have  shown.  First;  that  every 
piece  of  money  which  circulates  fifty  times  would  amount 
to  fifty  dollars  in  payment  of  this  debt,  and  that  all  cred- 
its, clearances  and  exchanges  are  money  to  the  extent  of 
the  number  of  dollars  of  debt  rvhich  they  pay.  Second ; that 
the  value  in  dollars  of  the  goods  sold  represents  the  num- 
ber of  debt-paying  dollars  which  would  be  required  to  pay 
for  them;  and  that  in  this  calculation  it  makes  no  differ- 
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ence  whether  these  debts  are  paid  in  “actual  money”  or  in 
“credit  money”;  that  a business  consisting  of  a given 
number  of  dollars’  worth  of  goods  sold  will  employ  the 
number  of  people  that  are  necessary  to  transact  it,  and 
will  require  in  its  transaction  a number  of  debt-paying 
dollars  equal  to  the  value  of  the  goods  sold,  and  that,  with- 
out an  increase  in  the  number  of  these  debt-paying  dol- 
lars available  for  business  purposes,  it  is  a physical  im- 
possibility to  transact  a larger  business  than  is  being 
transacted.  Third;  that  an  increase  in  the  volume  of 
debt-paying  dollars  proportionate  to  the  number  which 
then  exists  as  the  unemployed  labor  is  to  the  employed  at 
the  time  of  the  increase,  will  necessarily  result  in  the  em- 
ployment of  all  labor  then  unemplo}  ed,  and  that  this  in- 
crease will  afford  an  adequate  currency  for  the  transac- 
tion of  all  the  business  that  it  is  then  necessary  to  con- 
duct to  provide  work  for  all  available  labor.  I have 
shown  further  that  there  can  be  no  such  thing  as  overpro- 
duction when  all  labor  is  employed,  and  that  the  increased 
employment  of  labor  must  result  in  a fairer  wage  and  a 
higher  economic  standard  of  living  for  the  wage-earner. 

I have  shown  that  this  condition,  viz.,  one  in  which  all 
available  labor  is  employed,  can  be  brought  about  and 
maintained  without  any  permanent  decrease  in  the  value 
of  money  as  shown  by  the  interest  rate  received  by  the 
owner  of  money  for  its  use,  inasmuch  as  I have  shown  that 
the  increase  in  the  volume  of  money  will  soon  be  supple- 
mented by  a proportionate  increased  demand  for  it  in 
profitable  business. 

These  are  but  some  of  the  benefits  which  would  follow 
the  recognition  of  this  law  as  a determining  factor  in  the 
beneficial  regulation  of  the  volume  of  money.  It  is  un- 
necessary for  me  to  state  that  I believe  that  the  uncon- 
scious recogniton  of  this  law  has  in  times  past  resulted 
in  an  appreciation  of  it  at  something  approximating  its 
real  value,  though  I believe  that  this  appreciation  has  al- 
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ways  been  without  an  adequate  demonstration  of  the  law 
which  governs  its  benefits.  I have  therefore  found  a 
justification  for  my  treatment  of  this  subject,  and  this  al- 
though I readily  concede  that  this  unconscious  apprecia- 
tion of  this  law  in  time  past  has  been  by  far  the  greatest 
factor  in  the  advancement  of  civilization.  I claim  for  it 
that  an  adequate  recognition  of  its  possibilities  in  coun- 
tries like  China  and  India  would  result  in  benefits  almost 
beyond  conception,  and  I further  contend  for  it  that  the 
benefit  which  would  result  from  its  adoption  by  such 
countries  as  the  United  States,  England,  France 
or  Germany,  would  be  almost  equally  incalcula- 
ble. I have  no  doubt  that  its  adoption  will  mark  the 
birth  of  a new  and  an  optimistic  school  of  economic 
thought,  and  I believe  that  thereafter  the  teachings 
of  men  will  show  to  the  world  that  the  welfare 

of  the  human  race  is  not  necessarily  subject  to  any  restric- 
tion or  limitation  not  beneficial  to  its  health  and  to  its  ad- 
vancement. 
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